G.D. 11
MEMORANDUM '

To: Board of Regents

From: Board Office

Subject: Unit Cost Study for FY 1999
Date: June 5, 2000
Recommended Action:

Receive the unit cost study for FY 1999.

Executive Summary:

The Board of Regents’ strategic plan outlines its accountability objective in key result
area 4. The Board is charged with exercising effective stewardship of the institutions’
state, federal, and private resources. On a biennial basis, the Regent universities
compile and report to the Board the unit costs of instruction.

Unit cost represents the general fund supported cost of instructing a full-time
equivalent (FTE) student at a given level. Unit cost is considered in establishing
tuition rates, reviewing the program emphases of the universities, and measuring
instructional productivity and cost benefits. The average Regent undergraduate unit
cost is also used as a basis to determine the funding goal for the lowa Tuition Grant
Program.

The following table denotes the FY 1999 unit cost of instruction for each of the
Regent universities by student level, the FY 1999 composite unit cost for the
Regents and the percentage increases of the unit cost over the two-year period
FY 1997 to FY 1999. The Regent composite unit cost increased 8.1% over the two
years, for an average of about 4% each year. The highest institutional unit cost
reported is at SUI for the more costly advanced graduate and professional level
programs.

UNIT COST OF INSTRUCTION

FY 1999
REGENT
SuUl ISU UNI COMPOSITE
2Yr. 2Yr. 2 Yr. 2Yr.
Lower Division $6,435 20.8% | $6,663 8.1% | $5,381 4.0% | $6,321 12.3%
Upper Division 10,068 12.0% 9,550 9.1% 9,312 10.7% 9,666 10.5%
Overall Undergraduate 8,301 15.3% 8,242 8.1% 7,742 9.9% 8,151 11.0%
Master's 18,261 75% | 11,086 13.2% | 11,580 8.9% 14,652 10.3%
Advanced Graduate 25,519 -1.6% | 14,075 10.8% | 16,922 13.6% 19,508 3.8%
Professional 21,782 50% | 48,169 11.3% N/A N/A 24,622 6.0%

Composite $12,623 73% | $9,677 8.3% | $8,292 9.6% | $10,617 8.1%
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Background:

Regent universities have prepared general fund unit cost calculations in alternate
years since FY 1969. This information is compiled to: analyze unit cost changes
over time; assist in the Board’s tuition rate discussion; review program emphases;
and measure productivity and cost benefits. Standardized computation methods are
used to calculate both total and variable costs of instruction.

In its simplest terms, an average cost of instruction could be determined by dividing
total costs by the total number of students. However, the cost of instruction varies
significantly according to student level and educational programs offered at each
institution. The unit cost of instruction determines which institutional costs are
related to instruction and classifies these costs according to student level. Since
inception, the formula for computation of the basic unit cost has remained essentially
unchanged.

The level of educational programs offered at a Regent university significantly affects
costs. The unit costs of instruction are calculated making certain assumptions
relative to instructional costs at the various student levels and is determined for each
of five student educational levels: lower division (freshman, sophomore); upper
division (junior, senior); master’s; advanced graduate (i.e. Ph.D.); and professional
(i.,e. MD, DVM, DDS, JD). The Regent universities have substantial responsibilities
and costs associated with the more costly graduate and professional programs.

The nature of programs offered at the Regent universities affects costs in distinct
ways. Higher cost undergraduate programs such as engineering, the physical and
biological sciences, and pharmacy are prevalent at the Regent universities. The
University of lowa, for instance, offers undergraduate degrees in microbiology and
biochemistry and has a large number of students enrolled in pre-medicine and pre-
dentistry programs. lowa State University offers degrees in agriculture and molecular
biology and has a large number of students enrolled in pre-medicine and pre-
veterinary medicine programs. Providing these various educational opportunities
makes for a dramatically diverse cost structure.

£
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Analysis:

Expenditures used for the unit cost computation include those for instruction,
research, academic support, student services, institutional support, and plant
operations and maintenance (excluding building repairs). Expenditures for building
repairs, public service, scholarships and fellowships, auxiliary enterprises, and
health care units are excluded from the computation because such items are not
considered to be a cost of instruction.

FTE enroliments are based on 31 credit hours per student per fiscal year for
undergraduates and 18 credit hours per student per fiscal year for advanced
graduate students; each professional student is counted as one FTE. In addition to
undergraduate programs, the University of lowa and lowa State University both have
master’s, advanced graduate, and professional level programs. The University of
Northern lowa has undergraduate, master’s, and advanced graduate programs only.

During the compilation of the FY 1997 data, SUI reclassified the costs and FTEs
associated with the College of Law from the Master's category to the more
appropriate Professional category. In addition, SUI moved the costs and FTEs
associated with the College of Pharmacy from the Upper Division and Advanced
Graduate levels to the Professional level. :

In the computation of the cost of instruction for the FY 1999 period, $633.6 million
(83.2%) of Regent general fund expenditures are allocated by student level. From
FY 1997 to FY 1999, general fund expenditures at the Regent institutions increased
by 9.5%, FTE enrollment increased by 1.3%, and the composite unit cost of
instruction increased by 8.1%. Attachment A provides detail by university and
student level for expenditures included in the calculations, FTE students, and
composite unit costs.

Of the $633.6 million expenditures included in the determination of the unit cost of
instruction for FY 1999, 79.2% represent variable costs and 20.8% represent fixed
costs.

e Variable costs of instruction are those costs which change in proportion to the
number of students. These costs include direct instructional costs, general
administration, and student services and are computed by subtracting specified
fixed costs from total costs. (See Attachment B.)

e Fixed costs include research, library books, physical plant operations, and
equipment. These costs are expected to remain stable within a reasonable
enrollment range.
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From FY 1997 to FY 1999, the Regent institutions’ total composite unit cost

increased 8.1%, the fixed costs increased 7.4%, and the variable costs increased
8.4%.

VARIABLE COST OF INSTRUCTION

FY 1999
REGENT
Sul ISU UNI COMPOSITE
Lower Division $5,247 $5,084 $4,220 $5,004
Upper Division 8,208 7.287 7,302 7,653
Composite Undergraduate 6,768 6,289 6,071 6,454
Master's 14,888 8,459 . 9,081 11,600
Advanced Graduate 20,806 10,740 13,269 15,446
Professional 17,759 36,756 0 19,495
Composite Variable Unit Costs $10,292 $7,384‘ $6,502 $8,406
Percent Change from FY 1997 8.2% 111 % 5.9% 8.4%
FIXED COST OF INSTRUCTION
FY 1999
REGENT
Sul 519 UNI COMPOSITE
Total Fixed Costs $57,101,685 54,102,736 20,742,597 $131,947,018
Composite Fixed Unit Costs 2,331 2,293 1,790 2,211
Percent Change from FY 1997 3.4% 0.2% 25.4% 7.4%

The increase in the University of Northern lowa’s fixed costs result mostly from
obligations related to plant operations and maintenance, the new Wellness Center,
and Information Technology Services.

sl

Wﬂ%fw&, Approved:

Andrea L. Anania

Frank J. Stork
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ATTACHMENT B

INSTITUTIONAL COSTS, FY 1999

VARIABLE UNIT COST CALCULATIONS BY STUDENT LEVEL

VARIABLE COST FACTOR
I. EXPENDITURES INCLUDED
Il. EXPENDITURE EXCLUSIONS
A. Research
B. Library Books
C. Plant Operations & Maintenance
D. Equipment

E. Subtotal Expenditures Excluded

lll. EXPENDITURES - VARIABLE COSTS
IV.  VARIABLE COST FACTOR

VARIABLE FOST PER FTE STUDENT
A. Lower Division
B. Upper Division
Undergraduate Composite
Master's
Advanced Graduate

Professional

mm o O

Total/Composite

General Program Operations - General University

University lowa State University of Total/
of lowa University Northern lowa Composite
$309,145,167 $228,342,836 $96,096,588 $633,584,591
4,721,364 14,688,145 . 824,709‘ 20,234,218
8,221,852 6,454,731 - 1,542,918 16,219,501
38,847,077 27,842,842 15,280,137 81,970,056
5,311,392 5,117,018 3,094,833 13,523,243
57,101,685 54,102,736 20,742,597 131,947,018
$252,043,482 $174,240,100 $75,353,991 $501,637,573
81.53% 76.31% 78.41% 79.17%
$5,247 $5,084 $4,220 $5,004
8,208 7,287 7,302 7,653
6,768 6,289 6,071 6,454
14,888 8,459 9,081 11,600
20,806 10,740 13,269 15,446
17,759 36,756 0 19,495
$10,292 $7,384 $6,502 $8,406

pe/h/bffunitcos/1999info/99 Composite Tables Variable costs



